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STATE OF CALIFORNIA -- BUSINESS, TRANSPORTATION AND HOUSING AGENCY EDMUND G. BROWN Jr., Governor

DEPARTMENT OF CORPORATIONS
Business Services and Consumer and Investor Protection

Jan Lynn Owen
California Corporations Commissioner
Los Angeles, California

IN REPLY REFER TO:
FILENO: ALPHA

February 6, 2012

TO: ALL LICENSEES PURSUANT TO THE CALIFORNIA RESIDENTIAL
MORTGAGE LENDING ACT

The attached Report of Principal Amount of Loans Originated and Aggregate Amount of Loans
Serviced for the 12 Month Period Ended December 31, 2011, information on non-traditional
mortgage products and adjustable rate mortgage products and the Report on Non-traditional,
Adjustable Rate and Mortgage Loan Products must be completed and returned to the
Department of Corporations by March 1, 2012. These reports must be filed by every
licensee even if no business was conducted under the authority of the license in 2011.

Report on Non-traditional, Adjustable Rate and Mortgage Loan Products

California Code of Regulations Title 10 Section 1950.314.8 effective on January 1, 2008
requires every licensee to implement best practices to manage loan product risk on a
continuous basis. These best practices shall include practices set forth in the Guidance on
Nontraditional Mortgage Product Risks published on November 14, 2006 by the
Conference of State Bank Supervisors (CSBS) and the American Association of
Residential Mortgage Regulators (AARMR) and the Statement on Subprime Mortgage
Lending published on July 17, 2007 by CSBS, AARMR and the National Association of
Consumer Credit Administrators. Both publications, collectively referred to herein as the
“Guidance,” are available on the Department’s website at www.corp.ca.gov. “Best
practices” shall mean lawful processes, policies, and procedures to manage risks
associated with use of nontraditional mortgage products and adjustable rate mortgage
products as defined and prescribed by the Guidance.

In a separate written document, submitted as an addendum to its annual financial report
required under Section 50307 of the Financial Code, every licensee shall state whether it
made or arranged nontraditional mortgage products and adjustable rate mortgage
products, as defined by the Guidance, during the reporting period covered by the annual
report. If any such loans were made or arranged, the licensee shall also explain how it
has implemented best practices and explain whether and how it has put into effect the
following internal controls or procedures during the reporting period: adopted processes,
policies and procedures to ensure compliance with the Guidance; designated a
compliance officer (including contact information of that officer) to ensure compliance
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with the Guidance; implemented a consumer complaint process to resolve consumer
complaints involving loans covered by the Guidance; and educated employees and agents
to help them understand how to apply the best practices. In addition, the licensee shall
indicate the number of any consumer complaints it received during the reporting period
regarding loans that are subject to the Guidance, including the number of resolved
complaints and unresolved complaints and the number of workout arrangements used for
resolved complaints. “Workout arrangement” shall mean a modified or converted loan
product with predictable payment requirements to help the financially-stressed borrower.
Attached for your convenience is a suggested format for reporting this data.

If any nontraditional mortgage loans or adjustable rate mortgage loans subject to the
Guidance were made or arranged, the licensee shall also submit information regarding
those loan products on the form entitled Non-traditional, Adjustable Rate and Mortgage
Loan Survey (Survey.) The Survey and the definitions of these products are contained in
an attachment to the report. The Survey is also available on the Department’s website at
WWW.COrp.ca.gov.

Report of Principal Amount of Loans Originated and Aggregate Amount of Loans
Serviced for the 12 Month Period Ended December 31, 2011

Please report the California loans originated, serviced, processed and underwritten and
brokered. Your annual assessment for the fiscal year July 1, 2012 through June 30, 2013
as provided by Financial Code Section 50401 will be calculated from the information
provided in this report. Improper reporting will result in an incorrect assessment.

PLEASE REVIEW THESE INSTRUCTIONS PRIOR TO COMPLETING THE
REPORT. If you have any questions or these instructions are not clear please call
(866) ASK-CORP prior to completing the report. Frequently asked questions are also
posted on the Department’s website at www.corp.ca.gov.

INSTRUCTIONS FOR COMPLETION

LOANS PROCESSED AND UNDERWRITTEN

As required by Section 50129, each licensee must report the number and principal
amount of California loans processed and underwritten. The loans to be reported are
those loans which, pursuant to a written agency contract with another institutional lender,
the licensee engages in the business of soliciting, processing applications, or applying
residential loan underwriting criteria for residential mortgage loans for that lender, using
or advancing the funds of that lender.

LOANS ORIGINATED

Please include the number and the principal amount of California mortgage loans
originated each month. "Principal Amount™ means the initial total amount a borrower is
obligated to repay the lender. The loans to be reported are those which the licensee made
with its own funds, including funds obtained from warehouse credit lines.





LOANS BROKERED

Section 50702 authorizes a residential mortgage lender to provide brokerage services
pursuant to a written brokerage agreement with the borrower under the authority of its
license. Please report the number and aggregate principal amount of closed California
residential mortgage loans secured by residential real estate in which the licensee
provided brokerage services under the authority of its residential mortgage lender license
issued by the Department of Corporations.

LOANS SERVICED
"Aggregate Amount of Loans Serviced" means the aggregate dollar value of all mortgage
loans secured by residential real property serviced by a licensee, calculated as of the last

day of each month in the 2011 calendar year.

Sincerely,

DiAun M. Burns
Special Administrator
California Residential Mortgage Lending Act
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		___________________________






| Print Form |

REPORT OF PRINCIPAL AMOUNT OF LOANS ORIGINATED AND
AGGREGATE AMOUNT OF LOANS SERVICED FOR THE 12 MONTH PERIOD ENDED
DECEMBER 31, 2011

RETURN TO:

DiAun M. Burns, Special Administrator
Department of Corporations

320 West 4™ Street, Suite 750

Los Angeles, California 90013

NOTE: This report must be submitted no later than March 1, 2012 to enable the Commissioner to prepare
assessments in accordance with Section 50307 and 50401 of the California Residential Mortgage Lending Act.

Department of Corporations File Number:

Name of Licensee:

Address of Licensee:

Website Address, if any:

Person to contact for the purpose of arranging regulatory examinations:

Name:

Address:

Phone:

I certify/declare under penalty of perjury that the foregoing information and the attached report are true and
correct.

Executed at:

(City) (State)

this day of , 20

(Signature of Declarant)

(Please Print Name)

(Title)
NOTE: This verification may be made either before a Notary Public or as a declaration under penalty
of perjury. This form MUST be executed before a notary public if it is executed OUTSIDE the

State of California.
Page 1





NAME

FILE NUMBER

Please list the number and principal amount of California loans processed and underwritten. [Section 50129(a)(2)(FC)] Please list the number and principal
amount of California loans originated each month. [Section 50401(a)(FC)] Please list the number and the aggregate principal amount of residential
mortgage loans closed in which the licensee provided brokerage services pursuant to the California Residential Mortgage Lending Act. Please list the total
aggregate amount of all California loans serviced calculated as of the last day of each month for the calendar year 2011. [Section 50401(a)(FC)] Please
review the instructions before completing this report.
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NAME

FILE NUMBER

NONTRADITIONAL, ADJUSTABLE RATE AND MORTGAGE LOAN PRODUCTS

During calendar year 2011 have you made or arranged nontraditional mortgage products or adjustable rate
mortgage products as defined by the Guidance?

a. Made nontraditional mortgage products? Yes No
b. Arranged nontraditional mortgage products? Yes No
c. Made adjustable rate mortgage products? Yes No
d. Arranged adjustable rate mortgage products? Yes No

If your answer is no to all of the above, STOP.
If your answer to any of the above is yes, please complete the following:

Please explain on a separate page how you have implemented best practices and explain whether and how
you have put into effect the following internal controls or procedures during the reporting period: adopted
processes, policies and procedures to ensure compliance with the Guidance; designated a compliance officer
(including contact information of that officer) to ensure compliance with the Guidance; implemented a
consumer complaint process to resolve consumer complaints involving loans covered by the Guidance and
educated employees and agents to help them understand how to apply the best practices.

Name, address, phone number and e-mail address of the designated compliance officer to ensure compliance
with the Guidance:

Name:

Address:

Phone:

E-mail:

Consumer complaint information involving non-traditional and adjustable rate mortgage products covered
by the Guidance during the reporting period:

# of consumer complaints received
# of resolved complaints

# of unresolved complaints

# of workout arrangements used for resolved complaints

(Workout arrangement shall mean a modified or converted loan product with predictable payment
requirements to help the financially-stressed borrower.)






Non-traditional, Adjustable Rate and Mortgage Loan Survey _

Department of Corporations license number:

Licensee name:

Person who prepared this report:

Preparer's title:

Telephone number:

Email address:

Retained

Sold

a. Interest-only Mortgage Loan

b. Payment Option ARM

c. Reduced Documentation

d. Simultaneous Second-lien Loan

e. Home Equity Line of Credit

f. Covered Loans

g. Adjustable Rate Mortgage Loans

5. All Loans (Non-Traditional and Traditional)

FSD Survey (Rev. 1/12)





Definitions

a. Interest-only Mortgage Loan

A nontraditional mortgage on which, for a specified number of years (e.g., three or five years), the borrower
is required to pay only the interest due on the loan during which time the rate may fluctuate or may be fixed.
After the interest-only period, the rate may be fixed or fluctuate based on the prescribed index and payments
include both principal and interest.

b. Payment Option ARM

A nontraditional mortgage that allows the borrower to choose from a number of different payment options.
For example, each month, the borrower may choose a minimum payment option based on a “start” or
introductory interest rate, an interest-only payment option based on the fully indexed interest rate, or a fully
amortizing principal and interest payment option based on a 15-year or 30-year loan term, plus any required
escrow payments. The minimum payment option can be less than the interest accruing on the loan, resulting
in negative amortization. The interest-only option avoids negative amortization but does not provide for
principal amortization. After a specified number of years, or if the loan reaches a certain negative
amortization cap, the required monthly payment amount is recast to require payments that will fully amortize
the outstanding balance over the remaining loan term.

c. Reduced Documentation

A loan feature that is commonly referred to as “low doc/no doc,” “no income/no asset,” “stated income” or
“stated assets.” For mortgage loans with this feature, an institution sets reduced or minimal documentation
standards to substantiate the borrower’s income and assets.

d. Simultaneous Second-lien Loan

A lending arrangement where either a closed-end second-lien or a home equity line of credit (HELOC) is
originated simultaneously with the first lien mortgage loan, typically in lieu of a higher down payment.

e. Home Equity Line of Credit

An open-end loan, usually recorded as a second mortgage, that permits borrowers to obtain cash advances
based on an approved line of credit.

f. Covered Loans

Covered loan (per 4970(FC)) - a consumer loan in which the original principal balance of the loan does not
exceed the most current conforming loan limit for a single-family first mortgage loan established by Fannie
Mae and where one of the following conditions are met:

a) the APR at consummation will exceed by more than 8 percentage points the yield on Treasury securities
having comparable maturity periods on the 15th day of the month immediately preceding the month in with
the loan application is received or

b) the total points and fees payable by the consumer at or before closing will exceed 6% of the total loan
amount.

g. Adjustable Rate Mortgage Loans

An adjustable rate mortgage loan that has one or more of the following characteristics: (1) low initial
payments based on a fixed introductory rate that expires after a short period and then adjusts to a variable
index rate plus a margin for the remaining term of the loan; (2) very high or no limits on how much the
payment amount or the interest rate may increase (“payment or rate caps”) on reset dates; (3) limited or not
documentation of borrowers’ income; (4) product features likely to result in frequent refinancing to maintain
an affordable monthly payment; and/or (5) substantial prepayment penalties and/or prepayment penalties
that extend beyond the initial fixed interest rate period. As an example of number (1) above, ARMs known as
“2/28" loans feature a fixed rate for two years and then adjust to a variable rate for the remaining 28 years,
and the spread between the initial fixed interest rate and the fully indexed interest rate in effect at loan
origination typically ranges from 300 to 600 basis points.

5. All Loans (Non-Traditional and Traditional)

All Loans whether non-traditional or traditional.

FSD Survey (Rev. 1/12)
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